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(4) Applying the individual activity
standards. (i) Where an activity is ex-
pected both to create or retain jobs and
to provide goods or services to resi-
dents of an area, it will be disqualified
only if the amount of CDBG assistance
exceeds both of the amounts in para-
graph (b)(3)(i) of this section.

(ii) The individual activity standards
in paragraph (b)(3)(i) of this section
shall be applied to the number of jobs
to be created or retained, or to the
number of persons residing in the area
served (as applicable), as determined at
the time funds are obligated to activi-
ties.

(iii) Where CDBG assistance for an
activity is limited to job training and
placement and/or other employment
support services, the jobs assisted with
CDBG funds shall be considered to be
created or retained jobs for the pur-
poses of applying the individual activ-
ity standards in paragraph (b)(3)(i) of
this section.

(c) Amendments to economic develop-
ment projects after review determinations.
If, after the grantee enters into a con-
tract to provide assistance to a project,
the scope or financial elements of the
project change to the extent that a sig-
nificant contract amendment is appro-
priate, the project should be reevalu-
ated under these and the recipient’s
guidelines. (This would include, for ex-
ample, situations where the business
requests a change in the amount or
terms of assistance being provided, or
an extension to the loan payment pe-
riod required in the contract.) If a re-
evaluation of the project indicates that
the financial elements and public ben-
efit to be derived have also substan-
tially changed, then the recipient
should make appropriate adjustments
in the amount, type, terms or condi-
tions of CDBG assistance which has
been offered, to reflect the impact of
the substantial change. (For example,
if a change in the project elements re-
sults in a substantial reduction of the
total project costs, it may be appro-
priate for the recipient to reduce the
amount of total CDBG assistance.) If
the amount of CDBG assistance pro-
vided to the project is increased, the
amended project must still comply
with the public benefit standards under
paragraph (b) of this section.
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(d) Documentation. The grantee must
maintain sufficient records to dem-
onstrate the level of public benefit,
based on the above standards, that is
actually achieved upon completion of
the CDBG-assisted economic develop-
ment activity(ies) and how that com-
pares to the level of such benefit an-
ticipated when the CDBG assistance
was obligated. If the grantee’s actual
results show a pattern of substantial
variation from anticipated results, the
grantee is expected to take all actions
reasonably within its control to im-
prove the accuracy of its projections. If
the actual results demonstrate that
the recipient has failed the public ben-
efit standards, HUD may require the
recipient to meet more stringent
standards in future years as appro-
priate.

[60 FR 1947, Jan. 5, 1995, as amended at 60 FR
17445, Apr. 6, 1995; 71 FR 30035, May 24, 2006;
72 FR 12535, Mar. 15, 2007, 72 FR 46370, Aug.
17, 2007]

§570.210 Prohibition on use of assist-
ance for employment relocation ac-
tivities.

(a) Prohibition. CDBG funds may not
be used to directly assist a business, in-
cluding a business expansion, in the re-
location of a plant, facility, or oper-
ation from one LMA to another LMA if
the relocation is likely to result in a
significant loss of jobs in the LMA
from which the relocation occurs.

(b) Definitions. The following defini-
tions apply to this section:

(1) Directly assist. Directly assist
means the provision of CDBG funds for
activities pursuant to:

(i) §570.203(b); or

(ii) §§570.201(a)—(d), 570.201(1),
570.203(a), or §570.204 when the grantee,
subrecipient, or, in the case of an ac-
tivity carried out pursuant to §570.204,
a Community Based Development Or-
ganization (CDBO) enters into an
agreement with a business to under-
take one or more of these activities as
a condition of the business relocating a
facility, plant, or operation to the
grantee’s LMA. Provision of public fa-
cilities and indirect assistance that
will provide benefit to multiple busi-
nesses does not fall under the defini-
tion of ‘‘directly assist,” unless it in-
cludes the provision of infrastructure
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to aid a specific business that is the
subject of an agreement with the spe-
cific assisted business.

(2) Labor market area (LMA). For met-
ropolitan areas, an LMA is an area de-
fined as such by the BLS. An LMA is
an economically integrated geographic
area within which individuals can live
and find employment within a reason-
able distance or can readily change em-
ployment without changing their place
of residence. In addition, LMAs are
nonoverlapping and geographically ex-
haustive. For metropolitan areas,
grantees must use employment data, as
defined by the BLS, for the LMA in
which the affected business is cur-
rently located and from which current
jobs may be lost. For non-metropolitan
areas, an LMA is either an area defined
by the BLS as an LMA, or a state may
choose to combine non-metropolitan
LMAs. States are required to define or
reaffirm prior definitions of their
LMAs on an annual basis and retain
records to substantiate such areas
prior to any business relocation that
would be impacted by this rule. Metro-
politan LMAs cannot be combined, nor
can a non-metropolitan LMA be com-
bined with a metropolitan LMA. For
the HUD-administered Small Cities
Program, each of the three partici-
pating counties in Hawaii will be con-
sidered to be its own LMA. Recipients
of Fiscal Year 1999 Small Cities Pro-
gram funding in New York will follow
the requirements for State CDBG re-
cipients.

(3) Operation. A business operation
includes, but is not limited to, any
equipment, employment opportunity,
production capacity or product line of
the business.

(4) Significant loss of jobs. (i) A loss of
jobs is significant if: The number of
jobs to be lost in the LMA in which the
affected business is currently located is
equal to or greater than one-tenth of
one percent of the total number of per-
sons in the labor force of that LMA; or
in all cases, a loss of 500 or more jobs.
Notwithstanding the aforementioned, a
loss of 25 jobs or fewer does not con-
stitute a significant loss of jobs.

(i1) A job is considered to be lost due
to the provision of CDBG assistance if
the job is relocated within three years
of the provision of assistance to the

63

§570.210

business; or the time period within
which jobs are to be created as speci-
fied by the agreement between the
business and the recipient if it is
longer than three years.

(c) Written agreement. Before directly
assisting a business with CDBG funds,
the recipient, subrecipient, or a CDBO
(in the case of an activity carried out
pursuant to §570.204) shall sign a writ-
ten agreement with the assisted busi-
ness. The written agreement shall in-
clude:

(1) Statement. A statement from the
assisted business as to whether the as-
sisted activity will result in the reloca-
tion of any industrial or commercial
plant, facility, or operation from one
LMA to another, and, if so, the number
of jobs that will be relocated from each
LMA;

(2) Required information. If the assist-
ance will not result in a relocation cov-
ered by this section, a certification
from the assisted business that neither
it, nor any of its subsidiaries, has plans
to relocate jobs at the time the agree-
ment is signed that would result in a
significant job loss as defined in this
rule; and

(3) Reimbursement of assistance. The
agreement shall provide for reimburse-
ment of any assistance provided to, or
expended on behalf of, the business in
the event that assistance results in a
relocation prohibited under this sec-
tion.

(d) Assistance not covered by this sec-
tion. This section does not apply to:

(1) Relocation assistance. Relocation
assistance required by the Uniform As-
sistance and Real Property Acquisition
Policies Act of 1970, (URA) (42 U.S.C.
4601-4655);

(2) Microenterprises. Assistance to
microenterprises as defined by Section
102(a)(22) of the Housing and Commu-
nity Development Act of 1974; and

(3) Arms-length transactions. Assist-
ance to a business that purchases busi-
ness equipment, inventory, or other
physical assets in an arms-length
transaction, including the assets of an
existing business, provided that the
purchase does not result in the reloca-
tion of the sellers’ business operation
(including customer base or list, good-
will, product lines, or trade names)
from one LMA to another LMA and
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does not produce a significant loss of
jobs in the LMA from which the reloca-
tion occurs.

[70 FR 76369, Dec. 23, 2005]
Subpart D—Entitlement Grants

SOURCE: 53 FR 34449, Sept. 6, 1988, unless
otherwise noted.

§570.300 General.

This subpart describes the policies
and procedures governing the making
of community development block
grants to entitlement communities and
to non-entitlement counties in the
State of Hawaii. The policies and pro-
cedures set forth in subparts A, C, J, K,
and O of this part also apply to entitle-
ment grantees and to non-entitlement
grantees in the State of Hawaii. Sec-
tions 570.307 and 570.308 of this subpart
do not apply to the Hawaii non-entitle-
ment grantees.

[72 FR 46370, Aug. 17, 2007]

§570.301 Activity locations and float-
funding.

The consolidated plan, action plan,
and amendment submission require-
ments referred to in this section are
those in 24 CFR part 91.

(a) For activities for which the grant-
ee has not yet decided on a specific lo-
cation, such as when the grantee is al-
locating an amount of funds to be used
for making loans or grants to busi-
nesses or for residential rehabilitation,
the description in the action plan or
any amendment shall identify who may
apply for the assistance, the process by
which the grantee expects to select
who will receive the assistance (includ-
ing selection criteria), and how much
and under what terms the assistance
will be provided, or in the case of a
planned public facility or improve-
ment, how it expects to determine its
location.

(b) Float-funded activities and guaran-
tees. A recipient may use undisbursed
funds in the line of credit and its CDBG
program account that are budgeted in
statements or action plans for one or
more other activities that do not need
the funds immediately, subject to the
limitations described below. Such
funds shall be referred to as the ‘“‘float”

64

24 CFR Ch. V (4-1-08 Edition)

for purposes of this section and the ac-
tion plan. Each activity carried out
using the float must meet all of the
same requirements that apply to
CDBG-assisted activities generally, and
must be expected to produce program
income in an amount at least equal to
the amount of the float so used. When-
ever the recipient proposes to fund an
activity with the float, it must include
the activity in its action plan or amend
the action plan for the current pro-
gram year. For purposes of this sec-
tion, an activity that uses such funds
will be called a ‘‘float-funded activity.”

(1) Bach float-funded activity must
be individually listed and described as
such in the action plan.

(2)(1) The expected time period be-
tween obligation of assistance for a
float-funded activity and receipt of
program income in an amount at least
equal to the full amount drawn from
the float to fund the activity may not
exceed 2.5 years. An activity from
which program income sufficient to re-
cover the full amount of the float as-
sistance is expected to be generated
more than 2.5 years after obligation
may not be funded from the float, but
may be included in an action plan if it
is funded from CDBG funds other than
the float (e.g., grant funds or proceeds
from an approved Section 108 loan
guarantee).

(ii) Any extension of the repayment
period for a float-funded activity shall
be considered to be a new float-funded
activity for these purposes and may be
implemented by the grantee only if the
extension is made subject to the same
limitations and requirements as apply
to a new float-funded activity.

(3) Unlike other projected program
income, the full amount of income ex-
pected to be generated by a float-fund-
ed activity must be shown as a source
of program income in the action plan
containing the activity, whether or not
some or all of the income is expected
to be received in a future program year
(in accordance with 24 CFR
91.220(g)(1)(ii)(D)).

(4) The recipient must also clearly
declare in the action plan that identi-
fies the float-funded activity the re-
cipient’s commitment to undertake
one of the following options:



